In this paper we study the relationship between the size of banks' equity stakes on non-financial firms and the security (stocks and bonds) issues decisions of those firms.
Introduction
Although banks' equity holdings are restricted in the US 2 , it is common for banks in continental Europe to take significant equity positions in firms (Allen and Gale, 2001 ).
The literature in this area has provided different arguments to justify the role of banks as equity and debt holders in non-financial firms. Berlin et al. (1996) emphasize that banks may hold equity blocks to be able to expropriate the rest of uninformed investors. Other authors (Hellmann et al., 2004) show that banks strategically buy stakes in firms as an option to enjoy rents as future lenders or security underwriters of the firm.
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In this paper we argue that, if banks invest in firms for either expropriation or strategic reasons, then the presence of bank ownership must be reflected in the financing decisions of firms. In particular, we focus our attention on the securities issues decisions of firms. We argue that according to expropriation motives, banks have lower incentives to accommodate firms' new stock issues because expropriation is more difficult under the scrutiny of financial markets. On the contrary, strategic motives increase banks' incentives to facilitate firms' security issues because of their ability to enjoy greater rents as security underwriters or future lenders of public firms. Hence, if the first effect is true, the relationship between bank holdings and securities issues should be negative;
whereas the relationship should be positive if the second effect prevails.
The literature has shown mixed evidence about the relationship between banks' equity holdings and security issues. Miarka and Tröge (2005) use a sample of Japanese firms to show a positive relationship between the presence of bank stake holdings in 2 The Gramm-Leach-Bliley Financial Services Modernization Act of 1999 has loosened restrictions imposed by the Glass Steagall Act of 1933 on bank ownership of equity in non-financial firms. 3 Yasuda (2007) for Japan, and Yasuda (2005) for the U.S. find that banks' equity holdings, particularly when combined with bank loans, have a positive impact on the probability of being selected as underwriters, given that this feature is interpreted positively by the financial markets. Then, lending banks may strategically maintain equity holdings as an entrance to the bond underwriting market.
firms and the probability of these firms issuing public debt. They argue that external investors delegate the monitoring tasks of stockholders to the bank and that this aspect favors the issuance of bonds by the firm. Kroszner and Strahan (2001a b) find a negative relationship and argue that this is due to the conflict of interests between lenders and shareholders.
In this paper we conciliate both results by including in the analysis the stake of banks. We show that there exists a non-linear (U-shape) relationship between the size of a bank's equity stake and the likelihood that the firm issues new shares or debt. In particular, when bank stakes are low (i.e. below around 50% of ownership), the relationship between bank's equity and stock issues is negative. However, the relationship is positive when bank equity stakes are higher than this threshold. A similar argument is true for debt issues. We argue that this non-linear relationship exists because of the balance between the expropriation effect and the strategic one is contingent on bank's equity stake. When such stake is low, the expropriation argument dominates because for low stakes banks do not fully internalize the expropriation costs; hence the negative relationship dominates. For large stakes, expropriation costs are too large and, thus, banks prefer to engage in underwriting and/or lending activities for strategic reasons an exploit firms' future growth rents. The consequence is that in this scenario banks favor security issues.
We also show that both the expropriation and the strategic effects are present in our data once we distinguish between growth and non-growth firms. First, after an IPO, there is an increase in banks' stake particularly in growth firms. We connect this result with the interests of bank to exercise influence in listed firms and gain access to future business opportunities like securities underwritings (strategic motive). Such business opportunities will be higher in growth firms. Second, we show that after an IPO, financing costs decrease to a larger extent for growth firms that are partially owned by banks in comparison to non-growth ones. We explain this result in terms of the intention of banks to facilitate good borrowing conditions to recently-listed growth firms as a way to gain future business opportunities in such value-creating firms.
Finally, once we confront firms in Anglo-Saxon countries versus firms in nonAnglo-Saxon ones, we have found that banks' stake stimulate security issues in AngloSaxon countries and deter it in non-Anglo-Saxon ones. We connect this finding with the existence of a complementary (substitution) relationship between market financing and bank financing in the Anglo-Saxon (Non-Anglo-Saxon) countries.
The remainder of the paper is organized as follows. We explain the literature and formulate our hypotheses in Section 2. In Section 3, we show the descriptive statistics of the main variables in our analysis. In Section 4 we conduct the econometric study and present our main results. We discuss the presence of our main effects and provide further support in Section 5. Section 6 concludes.
Theory and hypotheses
Firms' access to capital markets is limited due to frictions like information asymmetries that hinder the buying decisions of external investors (Loughran et al., 1994) , as well as by the existence of flotation costs. One of the well-known mechanisms for overcoming such problems is to use a reputable underwriter that supports the flotation of firms. Banks are natural candidates to play this role given that their survival depends on maintaining their reputation with external investors (Slovin and Young, 1990) . Since banks tend to invest in firms that are essentially sound (Allen and Gale, 2001) , the presence of banks in a firm's ownership structure reduces the information asymmetries between external investors and the firm. The certification role of banks during the IPO process is well studied in the literature (Beatty and Ritter 1986 , Carter and Manaster 1990 , Hansen and Torregrosa 1992 , Kutsuna et al. 2007 ).
Additionally, banks may be interested in charging low fees when underwriting new issues because this increases the possibility of future underwritings with the firm (Krishnan, 2006) . Yasuda (2007) studies bond issues and shows that a bank's equity holding combined with credit leads to discounts in the underwriting fees.
Apart from the reduction in information asymmetries and the underwriting fees, banks may stimulate the entrance of new investors by reducing the agency problems within the issuing firms, mainly those between shareholders and debtholders. This is so because banks generally play this double role (Kroszner and Strahan, 2001a b) and they have power which is strong enough to influence firm's decisions in order to overcome these conflicts. Remarkably, banks' power goes well beyond their stake given that they act as delegated monitors (Diamond, 1984) on behalf of other shareholders. This makes banks "natural" leaders that can induce a firm to make decisions in the interest of both shareholders and debtholder s.
4 Gonzalez (2006) shows that markets react positively to the entrance of banks in a firm's ownership structure mainly if it is accompanied with an increase in debt. Puri (1996) argues that external investors discount the beneficial effect of banks' equity holding as they are more willing to pay higher prices for bank-backed security issues. Same conclusion is found by Schenone (2004) in the analysis of IPOs.
Under this point of view, the presence of banks in a firm's ownership structure facilitates security issues.
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4 Lee and Chang (2013) show that when control rights are larger than cash-flow rights (a typical situation of bank blockholding), debt maturity is high, which is consistent to a reduced conflict between shareholders and debtholders. 5 A different type of argument involving earnings management suggest that large blockholders, like banks, are more eager to conduct earnings management in their partially-owned firms (Goh et al, 2013) . Such practice undoubtedly will favor in the short-term the issue of securities on financial markets in better conditions for the borrower.
Apart from that, banks may be interested in acquiring a stake in firms that may be eventually listed in the near term for purely strategic reasons, particularly if these are growth firms (Hellmann et al, 2004) . This is so because the presence of a bank in a firm's ownership structure gives this institution an advantage in being chosen as lender and/or underwriter in future security issues once a firm is listed on the stock market (Krishnan, 2006 ). In such a situation, banks may obtain benefits from the future lending and/or underwriting business that these firms may generate once they are listed.
Hence, relying on the aforementioned reduction in fees, in information asymmetries as well as in agency costs and given the strategic possibilities of banks' equity holdings,
we can state as a first hypothesis:
The presence of banks in a firm's ownership structure has a positive impact on a firm's probability to be listed on the stock market, particularly in growth firms.
A second dimension that we explore in order to fully characterize the effect of banks' equity holdings on security issues is the size of banks' stake. Empirical papers that examine this relationship have found opposite results. On the one hand, Cable (1985) and Gorton and Schmid (2000) show that firms with a high proportion of banks' equity perform better. On the other hand, Berlin et al. (1996) show that banks' stakes in borrower firms may be harmful for financial performance, as well as for other stakeholders, when the stake is not too large. The reason for the latter finding is that blockholder banks have incentives to expropriate their partially-owned firms when their stake is not too large because they only internalize a share of the expropriation costs that is proportional to their stake. At the same time, banks, despite having a low stake, have sufficient power to drive firms' decisions in the direction of their own interests due to different reasons: first, banks may hold the representation of some minority shareholders with whom they are closely linked through their voting rights (Berglöf, 1990; Rajan and Zingales, 2003) ; second, blockholder banks are generally also lenders (Kroszner and Strahan, 2001a b), which gives them more power to expropriate firms (e.g. forcing a firm to borrow money from banks at higher than market rates); 6 third, banks use stock pyramids to concentrate their voting power (Gorton and Winton, 2003) ; fourth, the rest of owners may not have incentives to monitor if the ownership is sufficiently disperse. All these arguments justify banks' ability and incentives to expropriate other investors when their stakes are below a certain threshold. Since pressure from financial markets makes it more difficult for banks to expropriate, banks will try to avoid IPOs for their partiallyowned firms when the equity stake is small.
For large equity stakes, banks internalize a large proportion of the expropriation costs and thus have fewer incentives to expropriate. In this case the certification role of banks might dominate, resulting in a positive effect on performance. Indeed, certification by a reputable bank grants the firm access to additional external funds which explains the positive effect of banks' equity holdings on firm performance for large stakes. Since firms grow faster after their IPO's due to the greater access to funds, particularly growth firms, banks with large equity stakes might be inclined to promote the firms' IPO to be able to enjoy the future growth rents.
Thus, the previous empirical findings suggest that there is a non-linear (U-shape) relationship between banks' equity holdings and the performance of their partially-owned firms that may have an impact on the firm's probability of issuing securities.
The following figure summarzes the theoretical model we have in mind:
Then, we formulate our second hypothesis as follows:
6 Note that they may refuse to renew loans when firms most need them (Gorton and Winton, 2003) .
H2: There exists a non-linear relationship (U-shape) between a bank's equity stake in a firm and the probability that the firm is listed on the stock market.
As mentioned before, once firms are listed on the stock market, this opens up the possibility for these firms to issue new securities, mainly negotiated debt. Banks are aware of these new business opportunities as underwriters when they decide to buy equity holdings in firms that are potential candidates for being listed on the stock market. Then, we expect that the effect of banks' equity holdings on future debt issues will be related to the IPO decision. Miarka and Tröge (2005) find that firms closely-related to banks are more likely to issue bonds.
They justify such a result in terms of the delegation of monitoring activities from financial markets to banks, which reduces financing costs and stimulates such issues.
Yasuda (2007) shows for a sample of Japanese firms that banks that only hold equity in firms, charge a fee premium on debt issues. This prevents such issues. However, this result is reversed when owner banks are also lenders, which is the normal situation (Kroszner and Strahan, 2001a b). Finally, as previously mentioned, Krishnan (2006) emphasizes the underwriting capacity of a bank as a signal that firms may use to give bank future lending activities. In particular, this author shows that in firms with higher credit quality, the probability of borrowing from the same bank increases by about 21% if the bank has underwriting capacity, even if the bank does not get the underwriting business. Banks as owners may stimulate debt issues as a way to prove that they have underwriting capacity and gain future lending business that are expected to be of particular importance in growth firms. In summary, our third hypothesis connecting banks' equity holdings and debt issues is as follows:
The presence of banks in a firm's ownership structure is positively related to its probability of issuing public debt.
In addition, consistent with the arguments connecting banks' stake with an IPO, which is a particular type of security issue, we argue that banks' equity holdings may also have an effect on debt issues after an IPO. This is so because debt issues may hinder banks' expropriating possibilities linked to the credit channel as firms have less need to use such channel for raising funds. As we have previously related expropriating impulses, relying mainly on the credit channel, to low-medium banks' stake, we expect that debt issues will be lower in this region given that the more debt is issued, the less necessity of the bank lending channel for firm's financing (Cantillo and Wright, 2000) and the eventual implementation of an expropriating strategy.
Also, mimicking the arguments of Hypothesis 2, the previous logic works up to a certain threshold stake beyond that the internalization of the expropriating costs hinders such impulses. In that case, large banks' stake will signal a strong commitment with a firm and external investors will be more willing to buy negotiated debt under good terms for the firm, as they delegate the monitoring tasks in the bank (Miarka and Tröge, 2005) .
This should stimulate debt issues. Hence, our fourth hypothesis reads as follows:
H4: There is a non-linear relationship (U-shape) between banks' equity holdings and firm debt issues.
Finally, we expect banks to increase their equity stake once firms are listed on the stock market. This is consistent with the strategic motive justifying the entrance of banks in a firm's ownership structure which stimulates security issues. The increase in their equity holdings is the way that banks may use for maintaining their influence in the firm in order to capture future business opportunities while facing pressure from financial markets. Krishnan (2006) shows the importance of banks having an underwriting capacity in order to have access to a future lending relationship with the firm. Undoubtedly, the increase in a bank's stake is a clear signal of the underwriting possibilities. Such arguments apply mainly to growth firms where we have argued that the presence of banks as blockholders is connected mainly to strategic motives rather than expropriating intentions. Thus, we can state the following hypothesis:
H5: Banks' equity stakes increase once the firm is listed on the stock market particularly if these are growth firms.
Data and descriptive analysis

The Data
We use a sample of international firms for the period 2000 to 2013 from OSIRIS database, which is compiled by Bureau Van Dijk. We collect annual data on firms' balance sheets, income statements, and ownership. We focus on non-financial firms and we eliminate those firms without information on their ownership structure. 7 The final sample is an unbalanced panel dataset with 21197 observations, 5730 firms, from 59 different countries. By country the largest proportions correspond to the Japan (23%), South Korea (19.7%), US (17.3%), China (6.2%), France (4.6%), Germany (4.1%), UK (4%) and Canada (2.4%). Table 1 provides summary statistics of the main variables in our analysis. Table 1 also compares the means of the variables for non-listed and listed firms (columns 4 to 6),
Descriptive Evidence
and their values before and after firms issue debt (columns 7 to 9).
[INSERT TABLE 1 ABOUT HERE]
This Table shows that 98% of firms in our sample are listed. In 20% of the firms, their IPO took place during our sample period (2000) (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) , and 34% of the observations undertook a debt issue. Concerning banks' equity holdings, there are 33% of the firms in our sample that are partially-owned by banks with an average stake of 6.2%.
When we compare firms whose IPO were in the period of analysis (IPO=1) versus their counterparts, we observe that bank ownership is significantly more likely in IPOs' firms (8.5%) than in their counterparts (5.5%). This conforms to Hypothesis 5 that argues that banks need more power (stake) in order to be able to exercise their influence in firms after an IPO and to have access to future financing opportunities. In addition, the proportion of bank loans is lower in firms issuing debt, which is consistent with the existence of financing alternatives for firms issuing securities that may hinder bank lending as a mechanism for providing funds. Finally, IPOs' firms are smaller and younger than their counterparts, while firms issuing market debt are larger and younger than their counterparts.
Empirical analysis
Methodology
In this section we explain our two empirical models that we use to contrast our theoretical statements. First model allows finding out how the presence of banks affects issuing decisions (debt or equity), and with the second model we aim to investigate how the bank modifies its equity holdings in the firm after an IPO. In this analysis we are going to distinguish between growth and non-growth firms as well as between AngloSaxon versus non-Anglo-Saxon countries.
First, we want to investigate the effect of a bank's equity holdings on a firm's likelihood of issuing securities. We study, both, the probability of undertaking an IPO (IPO=1), and a debt issue (Debt_Issue=1), as a function of the firm's ownership structure and its financial structure. We propose a Probit estimation method due to the binary nature of our dependent variable (in the robustness section, we will consider other estimation techniques in order to tackle possible endogeneity problems). Our main explanatory variables include: banks' stake holdings (Bank_Stake) and its square ( 2 _ Bank Stake ) to account for the non-linear relationship hypothesized above, a dummy variable Dbank which is equal to 1 when a firm is partially or totally-owned by a bank and 0 when no bank participates in the firms' ownership, and the variable Bank_Loan that captures the percentage of bank loans deflated by total debt. The remaining controls are the usual controls in this literature (Kutsuna, et al., 2007) . In particular, we use firms' Size as the log of total assets, and firms' Age also measured in a log scale in order to reduce skewness. We expect these variables to affect the firm's likelihood of being listed on the stock market and/or the probability of issuing debt. Younger firms are less-known by external investors and the problems of information asymmetries that hinder security issues firms are more acute for such firms. The variable Intangibility, defined as the ratio of intangible assets to total assets, is a control for a firm's growth opportunities (Rajan and Zingales, 1995) . Additionally, this variable may affect debt issues given the tangible collateral requirements linked to debt financing (Bradley et al., 1984) . We also include a variable of financial structure (Gearing) which is a firm's gearing defined as the ratio of non-current liabilities plus loans to shareholders funds. This variable is complemented with the liquidity ratio (Liquidity_Ratio), which is defined as Cash and equivalent plus short term investments plus accounts receivable divided by current liabilities. Our empirical specification is as follows: Ideally, we also want to include firm fixed effects ( i  ) to account for unobserved heterogeneity at the firm level. However, as it is well known, fixed effects cannot be introduced in the traditional probit estimation method without introducing inconsistency in the estimates. In the robustness section, we will tackle this problem by estimating a panel data regression and instrumenting potential endogenous variables (bank ownership and bank lending).
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Our second empirical specification is intended to investigate the effect of firms' private versus public status (i.e. whether the company went IPO) on firms' future 8 Acedo-Ramírez and Ruiz-Cabestre (2014) show the relevance to control for such differences in order to explain decisions involving firms' capital structure. 9 There is a potential endogeneity problem in the estimation of specification Model 1, given that security issues may affect banks' stake (Hypothesis 5) as well as bank lending policy. We tackle this problem in the robustness section.
ownership by banks (Bank_Stake). 
In this model we advance our dependent variable forward one period
Bank Stake  ) to account for the effect of security issues on the future ownership stake by the bank. Advancing our dependent variable one period also allows us to address endogeneity concerns due to reverse causality given that according to Hypotheses 1 and 2, banks' stake have an impact on security issues. Moreover, in this specification, the results of a Hausman test reveal that unobserved heterogeneity might be correlated with some of the explanatory variables. Hence, we estimate this empirical model using fixed effects.
Results
We report the estimation results of Model 1 in Tables 2 and 3, while those of Model   2 are shown in Table 4 . Specifically, Table 2 shows the effect of the presence of banks in the ownership of firms, as well as the effect of the amount of that stake, on the probability that the firm undertakes an IPO.
[INSERT TABLE 2 ABOUT HERE] Column 1 shows that the presence of a bank in a firm's ownership structure (DBank=1) is positively and significantly correlated with the firms' probability of being listed (β 0.235 .01). In columns 2 and 3 we separate firms in two groups: growth firms, which are those firms with a sales growth rate higher than the median of the sector and corresponding year, whereas non-growth firms are the rest. The positive relationship between the presence of banks as shareholders and the likelihood of IPOs is significant for both groups of firms and particularly for growth firms. 10 This result provide support for Hypothesis 1
The rest of explanatory variables in specifications (1) to (3) in Table 2 show that smaller and younger companies and the ones with more tangible assets are more likely to be listed on the stock market in the period analyzed. Leverage, mainly for growth firms, plays a positive role on the probability of being listed. We can discuss that the financing necessities (proxied by the gearing) stimulate the listing of companies as a way to obtain additional funds.
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In Columns 4, 5, and 6 we include the size of banks' stake and its square to account for a non-linear relationship as stated in our theoretical contentions. We obtain that the effect is negative for the linear term (β 0.158, .01), and positive for the quadratic one (β 0.170, .01). The threshold above which the positive effect outweighs the negative one is around 50% (specifically it is 46.5%). 12 Note that 50% defines the situation in which a bank has control of the firm even if it is listed, and it is able to influence the firm's decisions in the direction of its own interests, even under the close scrutiny of financial markets. This is the kind of pattern described in Hypothesis 2.
The rest of the covariates display similar effects to the previous specifications. 10 The larger the coefficient of DBank for growth firms can be explained in terms of banks as shareholders have more interest in letting growth firms to be listed on the stock market in order to generate high value. Such value, in the end, will also benefit banks as shareholders. 11 We compute the variation inflation factor (VIF) in all estimations, and for all coefficients the VIF factor is lower than 5, which is well below the threshold of 20 that is considered as a signal of multicollinearity problems. Additionally the Belsley et al. test (1980) rejects such a multicollinearity problem. Table 3 reports the results on the likelihood that firms issue debt. Column 1 shows that the presence of banks in a firm's ownership structure is not correlated with the likelihood of issuing debt. We will show, once we control for reverse causality -debt issues in financial markets detract banks from taking equity positions in issuing firmsthat Hypothesis 3 holds (see Table 6 in Section 5.2). In terms of control variables, larger firms are more likely to issue debt. Also, given the collateral requirements of debt contracts, the proportion of intangible assets hinders such security issues (Bradley et al., 1984) . Finally, as in the case of the IPOs, financing necessities (proxied by the variable of gearing) stimulates debt issues, while the proportion of bank debt as well as the liquidity ratio hinders such issues.
In Columns 4 to 6 of table 3 we show the estimation results when we include banks' stake and its square value.
[INSERT TABLE 3 ABOUT HERE] We find a non-linear relationship between banks' equity holdings and the probability of issuing debt, which is consistent to Hypothesis 4. For low-medium banks' equity holdings, the relationship between the stake of banks' equity and the probability of a debt issue is negative (β 0.111, .01), while for large values (larger than 53.4%) 13 , the effect is positive (β 0.104, .01). Remarkably, this threshold is larger than that found for the IPO case.
The results of estimating our empirical model 2 are shown in Table 4 .
[INSERT However, in order to implement both strategies, particularly the strategic one (arguably more connected to growth firms), banks need more power given the existence of alternative underwriters. The way to increase their power is by increasing banks' equity holdings. In terms of control variables, gearing, a proxy for a firm's riskiness, has a negative impact on banks' equity holdings. Indeed, according to the literature (Allen and Gale, 2001; Winton, 2003) , banks, as conservative institutions, tend to avoid taking significant stakes in such risky firms.
5/ Further Developments and Robustness
5.1/ The strategic motive and financing costs
The idea behind our theoretical model of a conflict between the possibilities of a bank expropriating non-listed companies versus the future rent extraction by banks once these companies are listed on the stock market, should be translated into firm's financing costs. The main mechanism that banks use to carry out such expropriation is charging high rates on bank loans. Then, a way to capture banks' expropriation intensity is through the variation in financing costs before and after security issues. We can expect that after an IPO or a debt issue, financing costs should decrease given that the bargaining power of a firm with respect to its financiers increases, as this firm has additional channels for raising funds. Moreover, this effect should be particularly strong if banks bockholding is driven by strategic intentions in order to gain future business opportunities like securities underwritings. Such scenario will be more likely in growth firms.
[INSERT favor the generation of value in the former firms in comparison to the latter by further decreasing financing costs for those partially-owned by banks.
5.2/ The Endogeneity problem
As mentioned before, in the estimation of equation (1), it may appear an endogeneity problem given that the decision to issue a financial instrument whether equity or debt may be correlated to changes in banks' stake and/or bank debt in the issuing firm. In order to tackle this problem, we have constructed instruments for the variables Dbank, Bank_Stake and Bank_Loan by taking the mean values of this variables by sector and year once we exclude the focal firm. We expect that there is a clear sectoral component that explain banks' stakeholdings in firms whether through debt or equiy.
Hence, such instruments are correlated with the previous potential endogenous variables.
14 Given the possible endogeneity problem between a firm's financing costs and the variables that capture security issues, we have lagged these latter variables by one period.
However, the decision of the focal firm to issue debt or equity are not expected to be connected to sector-year banks' stake/debt. Making use of these instruments, we conduct a two-stage random effect estimation of the decision to be listed (columns 4,5 and 6 in Table 6 ) and to issue debt (columns 4, 5 and 6 in Table 6 ).
[ INSERT TABLE 6 ABOUT HERE] Table 6 confirm the results of Table 2 once we use a random effect estimation instead of a probit 15 . We show that the presence of banks in a firm's ownership has a positive impact on IPOs as well as debt issues. This latter result, supporting Hypothesis 3, was not found in Table 3 that does not control for endogeneity (reverse causality). 16 Also,
we have found an U-shape relationship between banks' stake and the decision to be listed on the stockmarket (column 1 to 3) as well and the decision to issue debt (columns 4 to 6).
This result provides robustness to those shown in Tables 2 and 3 , where we use a crosssection probit.
5.3/ Contingency analysis in terms of country characteristics
We further analyze the effect of country characteristics on the connection between the presence of banks as blockholders and the decision of firms to use market mechanism for raising funds, whether equity (IPOs) or debt. In Table 7 , we separate the countries between Anglo-Saxon and non-Anglo-Saxon following the classification of La Porta et al.
. 15 Hausman test reveals that there are no significant differences between the coefficients of firm fixedeffect estimation and those of a random effect. Hence, we present the result of the random effect, which is more efficient. 16 Such endogeneity control is relevant because eliminates the negative reverse causality effect of debt issues in financial markets on banks incentives to buy stakes in these issuing firms. Note that debt issues in financial markets increase the bargaining power of issuing firms in front of their blockholders like banks. Remarkably, in Table 3 , where this negative effect is not eliminated, we found a non-significant effect of the presence of banks as shareholder in debt issues. Once this effect is eliminated, as we have done in Table 6 , we have found a positive effect of banks as shareholder on the decision to issue debt in financial markets, which provides support to Hypothesis 3.
[INSERT The results found show that in Anglo-Saxon countries, there is a positive impact of banks' stake on security issues, whether equity (β 0.06, .05).) or debt (β 0.08, .05). However, in non-Anglo-Saxon countries, there is a substitution relationship between bank financing and market financing given that banks' stake deter the issue of equity (β 0.03, .05). as well as market debt (β 0.05, .05). Hence, the type of country plays a key role in the interaction between bank financing and market financing. There is a complementarity relationship for Anglo-Saxon-like countries and a substitution relationship in non-Anglo-Saxon-like ones.
Remarkably, this evidence allows explaining the non-lineal (U-shape) relationship found between bank stake and security issues. Banks' stakes in non-Anglo-Saxon countries is lower (5.5%) in comparison to those in Anglo-Saxon ones (8.5%). The former effect is negative for low bank stakes while is positive for larger bank stakes.
6/ Conclusions
In this article we study the relationship between banks' equity stakes and firms' financing decisions regarding securities issues. We argue that there are two opposite effects depending on the size of banks' stake. First, when bank equity holdings are small, an expropriating effect dominates and this effect leads banks to avoid security issues because this may threaten their ability to extract private benefits. Second, when bank equity holdings are large, a strategic effect dominates, which stimulates security issues as a way to gain access to new businesses in the future, particularly in growth firms, such as security underwriting and new loans, once firms are listed on the stock market. Our hypothesis is that due to the presence of these two effects, there exists a non-linear (Ushape) relationship between banks' equity holdings and the probability of issuing securities that depends on the bank's equity stake. We find this relationship in our data.
We show the presence of the expropriation and strategic motivations separately. In a dynamic context, once firms are listed on the stock market, we have found that banks' equity holdings increase. This result is stronger in growth firms where we expect that banks want to gain the access to future business opportunities like securities
underwritings. An increase in their stake is a way for banks to continue influencing their partially-owned firms' financing decisions.
In another econometric specification and related to the strategic reason justifying banks' equity holdings, we show that bank-participated growth firms enjoy a larger decrease than non-growth ones in financing costs after an IPO. We argue that the presence of bank as blockholders in growth firms has strategic reasons and offer better financing conditions after an IPO as a way to gain future business opportunities (e.g. underwriting)
from value-creating growth firms. Finally, once we take into consideration country characteristics, we do find that in Anglo-Saxon type of countries, the presence of banks in a firms' ownership stimulates security issues, while in non-Anglo-Saxon ones, the effect is the reverse. Hence, the kind of Anglo-Saxon countries show a complementarity relationship between bank financing mechanism and market financing ones. On the contrary, for non-Anglo-Saxon countries, there is a kind of substitution relationship between bank financing and market financing.
Overall, our paper provides new insights into the reasons why banks participate in the ownership of firms, and the consequences of this on the financing decisions and financing costs of firms. Given the economic effects found, bank ownership by a single bank with a large stake might be more desirable than a group of different banks with low to medium stakes in order to avoid expropriation.
Our paper opens the debate for future research in a number of ways. First, it may be worthwhile exploring the market reaction to security issues contingent on different ownership characteristics and, in particular, on the presence of banks as owners as well as on the number of creditors or other large equityholders. A second extension has to do with the type of accompanying blockholders that form coalitions with banks (Boehmer, 2000; Tribo and Casasola, 2010) . In this line, it may be worthy to investigate the effect on debtholdings as well as in expropriating actions when a bank buys a significant stake and the second largest shareholder is another bank or, alternatively a non-bank. For example, Yeo et al. (2002) find a strong positive relationship between external unrelated blockholdings and transparency of earnings reporting, which is an indication of blockholders low expropriating intentions. It would be interesting to see whether the number of blockholders (large contestability) might curb the expropriating decision and stimulate security issues. This is left for future research. 
